/v
_ y_&"/lt/u
. 'DEPARTMENT OF THE TREASURYy, PROTRE -
' INTERNAL REVENUE SERVICE - pg.. JOLEST BECE vin: N
| WASHINGTON, D.C. 20224 121225210 Maringe o1) et ’

Tt .7 MPT AND

elerminationg Cinoing

GOV !TOE‘NTITIES
. ' . ) ., . ‘. . ’ ‘
e - SEP O A2 - : Contact Person:

ldentification Number:

Contact Number:

Empioyer Identification Number: UNENERD

" Dear Applicant:

- 501 (cX9). -Based on the information submitted, we have concluded that you do not qualify for
exemption under that section. The basis for our conclusion is set forth below. .
. .. "You are a trust formed on
employees o

SN, for the purpose of providing benefits for eligible

e e ("Trust"), which.provided empioyee benéfits”
- ttrough tefminated as of, The Trust had not been
1 resognized as exempt under, section 501(c)(9) of the Internal Revenue Code. The assets of the
- Trustwere to be distriblited on.a pro-rata basis to VEBA's; taxable welfare trusts, insurance
- companies of multiemployer plans. Recipients were to use the, assets to provide welfare
- tenefils to the employees of the participating employer. The assets distributed consisted of
N sores from the company’s demutualization and.cash from the Trust,

"' You aré funded by assets distributed from the Trust. The amount received by you, .14% of
.- the Trust's assets, was calculated based on i s contributions to the
.. Trust for UMM The shares were to be sold and the monies deposited into a.bank account
. ¥ e used in.connection with the payment of future benefit premiums for your employee-
vicipants.” Any additional income would be from interest accruals on the monies deposited.




o | .. There are two individuals eligible for your welfare benefit trust,

' :wm@eﬁéétipn#n the amount of per year. You provide health, dental a
.. -benefits.. The term “other similar benefits” is not defined. Both and

o tarm disability insuranca. -

. You were establlshed- in .d[def.td provide medical benefits and certain other benefits,

“including life, sickness; accident and-similar benefits. Seventy five percent of the monies were -

> be used to pay for the following benefits:

" Health;
Life;
Sickness: -
Accident;
Disability; and,
Other similar benefits.

¢
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. Twenty five percent of the mz"jr:ljes were to be used to pay for the following éctiviﬁes related

" 1 the administration of the Trust:

- 1. Setting up a bank account to collect money from W
. "2.- Setting up an account at a brokerage to collect stock fmm.“
- 3. Monthly reconciliation of funds; and,

.4.  Meeting of Trustee and to administer trust activities.

receives compensation of $ per year while i

are
zligible for long-term disability benefits. Benefits are based on 60% of their respective salaries.
- Premiums for benefits and administration costs for the welfare benefit trust are to be paid until

i assets are depleted: - Theraafter, My and | D will continue to pay for the long-
o L. i TR . g

and- (D are maried. Information concerming the percentage

Lok oWnership held in'the business by them was not provided. -sgrves as Trustee for

ti welfare benefit trust.

- &

Section 501 (cX9) of the Code describes a voluntary employees’ beneficiary association

o {VEBA) providing for the payment of life, sick, accident or other benefits to its members or their
-+ dependents or designated beneficiaries, and in which no part of its net eaming inures (other
~than through such payments) to the benefit of any private shareholder or individual.

" Section 1.501(c)(9)-3(a) of the Income Tax Regulations provides that an organization is not

. ascribed In Section 501(c)9) of the Code if it systematically and knowingly provides benefits
« * (of more than a de rinimis amount) that are not permitted by section 1.501(¢c)(9) of the
e :-".rtelhﬂOh?»." ‘
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> 7 .. .Section 1.501(cX9)4(a) of the Income Tax Regulations states, in part, that ne part of the
..+ net.earnings of an.employees' association may inure to the benefit of any private shareholder or
L ‘jngivi_duél-otherman'm:ough the. payment.of benefits permitted by section 1.501(c)(9)-3.

.- - Whether prohibited inurement has’ cocurred is a question to be determined.with regard to all
"+ . tacts dnd circumstances. P

" Section 1.501(c)(9.)-4'(b)' of the Income Tax Regulations provides that any payment to any
-mamber of disproportionate benefits, where such payment is not pursuant to objective and
nendiscriminatory standards; will not be considered a benefit within the meaning of section -
-+ 1.5018¢)(8)-3 of the regulations; even though the benefit otherwise is one of the type permitted
. by that section. For example, payments to highly compensated personnel constitute prohibited
irzirement unless. the difference can be justified on the basis of objective and reasonable
" #tandards adopted by the association..

. Based on the information submitted, we conclude that Yyou are not a voluntary employees’
. beneficiary association as that term “:

A secti_dn 5,01(&)(9,) .VE,BA fgnctiéns primarily as a cooperative device for pooling funds -
. -and distributing risks,pygr_ani{.b.e‘m'e'ﬁ‘tg to a defined group of employees sharing an R

.- dominantshare. of the:beriefits accruing to/ NN in addition, the two employees that are
-+ I covared are husband-and wife so that your welfare benefit trust appears to ba organized and
- cparated to benefit
. sstablished that you do not violate the inurement proscription of section.1.501(c9)4(a) or
" - violate.the disproportionate benefits
. -+ "Regulations. L0

R Accordingly, bgéed.o‘n all the facts and. circumstances, we oon'cludé that you do not qualify
.. for récognition of exemption from federal income tax under section 501 (9) of the Code.

. -You have the right to protest this ruling if you believe it is incomrect. To protest, yod should - - |
* submit & statement of your views to this office, with a full explanation of your reasoning. This ‘
.- statement, signed by one of your officers, must be submitted within 30 days from the date of this

7

is used in section 501 (c)(9) of the Code.

»

rather than any employee-group. Thus, you have hot

requirement of section 1.501(c)(9)-4(b) of the Income Tax




Gle,

_ t:2.represented by somedne who is not gne of your officers, that person will need to file a proper
" .ower of attomey and otharwise gualify-under our Conference and Practices Requirements.

" fwe do not hear front you:witfiin 30 days, this ruling will becoms final and a copy will be

- forwarded to the Ohio Tax Ekempt and:Government Enfities (TE/GE) office. Thereatfter, any
. questions about your federal incomie tax:status should be directed to that office, either by calling

#77-829-5500 (a toll free-number) or sending comespondence to: Internal Revenue Service,
TE/GE Customer Service, P.O. Box 2508, Ciricinnati, OH 45201.

“ ‘When, sending additional letters to ué with respect to this case, you will expedite their receipt .

. using the following address:

Intemal Revenue Service
Attn: [EEEENER T:EO:RA:T:2, 3M1
1111 Constitution. Ave, N.W.

~ "Washington, D.C. 20224

o If you have.aﬁy qu,é‘éti‘gns-, pleaSe contact the person whose name and telephone number -
Lo '7f::f&-shown-in'the',.headi'ngfdf'this letter. : et T

Sincerely,

Terrell M. Berkovsky :
Manager, Exermpt Organizations
Technical Group 2




